1933-05-08 by Morehead State Board of Regents
At an adjourned meeting of the Board of Regents 
of the Morehead State Teachers College, held at the Administration 
Building, Morehead, Kentucky, on Monday, May 8th, 1933, Professor 
J. H. Richmond, Chairman, Dr. J. M. Rose, Judge Allie VJ. Young and 
Secretary L a r l  W. benff were present, and the following business 
was transacted: 
The minutes of the last meeting, April 14th, 
1933, were read, and on motion, duly seconded and unanimously 
Carried, were approved. 
Dr. J. M. Rose and Secretary Senff, Committee 
heretofore appointed to look into the question of settlement with 
S. 96. Bradley, former treasurer and his surety, on account of the 
deposit now in the Citizens Bank of Morehead, made written report 
as follows: 
May 5, 1933 
To the Board of Regents of the Morehead 
State Teachers College, Morehead, Kentucky 
Gentlemen: 
We submit herewith, for your consideration, 
proposal of settlement of the bank balance due the college from 
the Citizens Bank of Morehead, as placed there by former treasurer 
S. M. Bradley, together with opinion of Judge Edward C. O'Rear as 
to the legality of same. 
Respectfully yours, 
(signed) J. M. Rose & 
Earl W. Senff 
COMMITTEE 
April 15, 1933 
Hon. Board of Regents, 
State Teachers College, 
Morehead, Kentucky 
Gentlemen: Attention - Judge Earl Senff 
When we took over t h e  a f f a i r s  of t h e  Morehead 
S t a t e  Bank, we bent  every e f f o r t  t o  l i q u i d a t i n g  t h e  depos i t  o f  your 
School i n  t h a t  Bank. While times were good and t h e r e  was a f a i r  
market f o r  r e a l  e s t a t e  - and no tes  could be c o l l e c t e d  once in a while- 
we made a very  m a t e r i a l  reduct ion  i n  t h e  depos i t .  Even a f t e r  hard 
t imes h i t  us, we kept  t h e  i n t e r e s t  paid and reduced the  p r i n c i p a l  
c o n s i s t e n t l y .  More r ecen t ly ,  a s  you wel l  know, t h e  economic s i t u a -  
t i o n  has  become more-acute  and t h e  s t r a i n  on t h e  Banks almost more 
than they  could bear.  
The Ci t i zens  Bank met t h e  condi t ions  imposed on 
t h e  s t a t e  Banks by t h e  Government, secured t h e  approval of t h e  S t a t e  
Banking Department, and i s  car ry ing  on business  a s  usual.  Current ly ,  
we have had t h e  a d d i t i o n a l  s t r a g n  of meeting t h e  t r a n s f e r  of county 
funds t o  a new County Treasurer  - and t h e  l a t e r  d r a i n s  have it i m -  
poss ib le  t o  meet t h e  payments we should have made on your account; 
and i n  an e f f o r t  t o  work t h e  mat te r  out  t o  a s a t i s f a c t o r y  conclusion,  
we have h i t  on a p lan  t h a t  we t r u s t  may have your approval. 
The amount due as of May 5th,  1933, ( t h e  d a t e  of \ 
your nex t  meeting) with i n t e r e s t ,  i s  $74,651.43. The Aetna Company, 
s u r e t y  f o r  M r .  Bradley, former t r e a s u r e r ,  i s  anxious t o  c l e a r  t h i s  
ma t t e r  up, and we are assured i t  w i l l  pay f i f t y  per  centum of t h e  
above sum f o r  a c l e a r  r e l e a s e  from f u t u r e  l i a b i l i t y .  The C i t i z e n s  
Bank, i n  t u r n  w i l l  secure payment of the  balance,  by mortgaging a l l  
i t s  r e a l  e s t a t e  t o  you, t o  which it hoibds a good t i t l e .  There i s  
nothing i n  t h e  Bank's Charter  t o  t h e  con t ra ry -and  we o f f e r  t o  do th i s  
under Sec. 579 Supplement C a r r o l l t s  Ky. S t a t u t e s ,  being Act 1932, 
Chapt. 13. A l i s t  of such r e a l  e s t a t e  i s  herewith at tached.  We 
f u r t h e r  o f f e r :  
1. To pay t h e  co l l ege  a s  r a p i d l y  a s  we can r e a l i z e  
funds from a s a l e  of the p roper ty  proposed t o  be mortgaged t o  you, but 
i n  no event  s h a l l  t h e  co l l ege  r ece lve  l e s s  than $500.00 a month on i t s  
depos i t ,  and more i f  s a l e s  of r e a l  e s t a t e ,  from time t o  time, w i l l  
y i e l d  a g r e a t e r  sum. a 
11. We s h a l l  cont inue t o  pay i n t e r e s t  a t  3% on the  
average d a i l y  balance,  such i n t e r e s t  t o  be promptly placed t o  t h e  
c r e d i t  of t h e  College promptly. 
111. A l l  c o s t s  of every kind i n  carrying ou t  t h i s  
proposal,  are t o  be born by t h e  Bank. 
I V .  The Bank t o  have the  handling and s e l l i n g  of  t h e  
r e a l  e s t a t e  so pledged, bu t  a l l  cash received from the  s a l e  of any such 
r e a l  e s t a t e ,  t o  be turned over t o  t h e  Treasurer  of t h e  College a s  a 
c r e d i t  on the  p r i n c i p a l  payments above provided f o r ;  and a l l  n o t e s  
taken i n  payment f o r  p r o p e r t i e s  sold,  t o  be turned over t o  and he ld  
by s a i d  Treasurer ,  u n t i l  they s h a l l  be paid o f f  and t h e  proceeds of 
s a i d  no tes  s h a l l  apply a s  a l i k e  c r e d i t  on payments due from t h e  Bank 
t o  t h e  College. 
The s i t u a t i o n  i s  precar ious  a s  i t  s tands  now - 
and f u l l  of hazard f o r  a l l  p a r t i e s ,  bu t  t h i s  arrangement w i l l  
s t a b i l i z e  the  whole propos i t ion  and make it poss ib le  f o r  t h e  Bank 
t o  f i n i s h  up what i t  has s t r i v e n  t o  zealously t o  perform. The 
perpe tua t ion  of our Bank w i l l  be a splendid s e r v i c e  t o  t h e  community 
where your School i s  loca ted  and a g r e a t  he lp  and convenience t o  
t h e  S t a f f  and s tuden t  body of t h e  College. We bespeak your e a r n e s t  
cons ide ra t ion  and favorable  ac t ion ,  by May l s t ,  i f  poss ib le .  
Most t r u l y  yours, 
(signed) C i t i zens  Bank of Morehead 
By H. VanAntwerp 
Sec re ta ry  t o  Board 
L i s t  of Heal E s t a t e  tendered t o  the  Board of Regents of t h e  
S t a t e  Teachersf College, Morehead, Kentucky, t o  secure t h e i r  depos i t  
wi th  t h e  C i t i z e n s  Bank of Morehead, Kentucky. Tender i s  made by 
order  o f  t h e  D i r e c t o r s  of s a i d  Bank, t o  secure publ ic  funds. These 
P r o p e r t i e s  a r e  owned by t h e  Bank, the  t i t l e s  a r e  c l e a r ,  and good 
deeds can be made: 
1. For ty  suburban l o t s  (10 acres)  l o c a t e d  i n  Phoenix, Arizona. 
Have been va r ious ly  appraised,  a s  high as $20,000.00. Have 
been o f fe red  $8000.00. Bank has i n  them and c a r r i e s  them @ 
11. Planing m i l l  e l e c t r i c a l l y  equipped with 60 H. P. Notor and 
machinery t o  manufacture f loo r ing ,  and a l l  s o r t s  of i n s i d e  
f i n i s h i n g  ma te r i a l ;  dry house and s to rage  sheds. A l l  on a 
3 a c r e  t r a c t  l o c a t e d  on the  M. & N. F. R. R. i n  West More- 
head. This i s  a f i n e  manufacturing s i t e ,  c a r r i e d  by t h e  
Bank, 63 
111. Large two s t o r y  house on Second S t r e e t  and t h r e e  l o t s  on 
bays Avenue. ( ~ o u s e  occupied by M r .  po in t s ) .  These are on 
a corner ,  both s t r e e t s  paved. fiouse i s  wel l  b u i l t ,  has 
hardwood f l o o r s  throughout and i s  worth,- with t h e  l o t s  - 
IV. ' raley property on Sun S t r e e t .  7 room house. Lot has 
paved s t r e e t  f r o n t  and back with room f o r  house i n  r e a r .  
Carr ied  by t h e  Bank @ $3500.00 ----------------------- 
V I .  Reynolds l o t  on E. Main, across  from Court uouse. Appraised 
a t  $2000.00. Have been o f fe red  $1200.00 ---------------- 
VII. 7 Room hourse and 3 l o t s  i n  Caudi l l  a d d i t i o n  ------------- 
VIILHouse and l o t  (over an ac re )  o c c u ~ i e d  by Jack Wilson. West 
I X .  3 Building l o t s  at Gates, Kentucky, on Midland T r a i l  --- 100.00 
X. One l o t  on Flemingsburg Road ------------------------- 50.00 
X I .  Bank and Office Building and Lot on R. R. S t r e e t  ------ 2500.00 
XII.600 acre . farm on North Fork (adjoins J. E. Johnson and 
John ~kaggs) 1/2 mile  from new Flerningsburg Road. 100 
ac r e s  i s  c leared  and balance i n  timber. 500 ac res  com- 
pa ra t i ve ly  l eve l ;  100 ac res  h i l l y .  Unimproved farm 
land,-------------- 3000.00 
XIV . 
Hiram Bradley Tract. 1076 ac res  of t he  S. M. Bradley 
lands.  Well timbered and b e t t e r  than the average of 
the  big t r a c t  which i s  under option to the  Government 
9 $5.00 per acre,  mineral r i g h t s  reserved. 'Well adapted 
t o  sub-division and would make a number of good farms- 2500.00 
Improved farm of 120 ac r e s  on Big Perry. Large house 
and barn, a l l  i n  good shape. Improvements worth what 
the  bank values t h i s  p lace  a t ,  viz: $2500.00--------- 1750.00 
npine Tree Farm" of 180 acres,  ly ing South of  Morehead 
and adjoining the  p lant  of the  Lee Clay Products Corn- 
pany. Has f i r e  c lay  on i t .  Small house and barn ---- 1000.00 
Judge 8 a r l  W. Senff 
Secretary Board of Aegents, 
Morehead S t a t e  Teachers College, 
M t .  b t e r l i ng ,  Kentucky 
Dear Judge Senff: 
Your l e t t e r  of Apri l  
Apri l  28, 1933 
I think the 1932 Act 
bank of Morehead to pledge i t s  a s se t  
Ch. 13 authorizes the Ci t izens  
s t o  secure a deposi t  by the Bo 
of hegents, provided-there i s  nothing i n  the  bankts cha r t e r  t o  t he  
ard  
contrary. As you point  out,  the  v a l i d i t y  of such an a c t  was assumed 
i n  Corn. Bank & Trust Co. v. Cit izens  T* & G. Co., 153 Ky. 566. The 
v a l i d i t y  of t h i s  p a r t i c u l a r  act was taken f o r  granted by Judge Thomas 
i n  the  recent  case of Louisv i l l e  v. F i d e l i t y  & Columbia Trust  Corn- 
panyr e t  a l . ,  245 Ky. 704. A t  the old common law, I bel ieve,  t h e  
sovere ignts  claims were always prefer red  i n  cases of insolvencies .  I 
see no object ion  to t he  v a l i d i t y  of t he  Act. While it does not  ex- 
p ress ly  name Normal School Boards among the custodians of public  
funds whose deposi t s  may be secured, I th ink i t  c l e a r  that a deposi t  
by such board would be one made "under the  a u t h o r i t y  (imfied) of  
t h e  Commonwealth of Kentuckyfl and a l s o  by a "person having the 
l e g a l  custody o r  c o n t r o l  of  any such publ ic  fund o r  fundst1, and 
t h e r e f o r e  wi th in  t h e  Act. 
It may be doubted whether t h e  Act au thor i zes  a 
bank t o  pledge i t s  a s s e t s  t o  secure e x i s t i n g  depos i t s ,  so  a s  t o  
e f f e c t  a preference of publ ic  d e p o s i t s  over p r iva te .  The language 
could wel l  be i n t e r p r e t e d  t o  allow pledges t o  secure  simultaneous 
o r  f u t u r e  d e p o s i t s  only. Under any o the r  i n t e r p r e t a t i o n ,  t h e  a s s e t s  
of a f a l l i n g  bank might be so manipulated a s  t o  do g r e a t  i n j u s t i c e  
t o  ord inary  depos i tors .  
Bere, however, i t  w i l l  be a g r e a t  s t rokeof  f o r -  
tune f o r  t h e  bank i f  the  set t lement  can go through. I t  w i l l  be a 
s t r o n g e r  bank n o t  only f o r  the  Board, but  f o r  o t h e r  depos i tors .  
I suggest  t h i s  course: L e t  t h e  s u r e t y  company pay t h e  Board 
$37,000.~ r e l ease -  a l l  claims a g a i n s t  t h e  Bank a r i s i n g  by r i g h t  of 
subrogat ion o r  otherwise and rece ive  i t s  f u l l  acqu i t t ance  from t h e  
Board. A t  t h e  same time l e t  the  Bank pay the  Board the  o the r  
$37000.00 winding t h e  whole mat te r  up. The Board might then make 
a new depos i t  with t h e  Bank, taking a mortgage on the  r e a l  e s t a t e .  
The Mortgage should r e c i t e  t h a t  i t  i s  made under Chapter 13, Ky. 
Acts 1932 and t o  secure  a depos i t  t h a t  day made. Whether a pref -  
erence o r  no, I th ink  the  se t t lement  such an advantageous one t h a t  
t h e  School might we l l  take  i t s  chances on having t h e  mortgage 
a t t acked  wi th in  s i x  months as p r e f e r e n t i a l .  
Very t r u l y  yours, 
(signed) ddward C. O'Rear 
There came up f o r  d iscuss ion  t h e  ques t ion  of t h e  
adjustment of t h e  claim of t h e  Morehead S t a t e  Teachers College 
a g a i n s t  t he  Aetna Casualty and Sure ty  Company, by reason of i t s  
having executed bond No. 210021, bearing d a t e  February 18, 1926, 
and bond No. 353424, bearing d a t e  February 18, 1928, a s  s u r e t y  
f o r  b. 16. Bradley, f o r m  t r e a s u r e r  of Morehead s t a t e  Teachers 
College; and it appearing t h a t  t h e r e  i s  now i n  t h e  C i t i zens  Bank 
of Morehead t o  the  c r e d i t  of  t h e  Uorehead S t a t e  Teachers College 
the sum of $74,651.43, $45.08 of which i s  i n t e r e s t  due by t h e  
Bank, $74,605.35 being a balance which grows out  of a depos i t  
o f  $132,103.17 l e f t  i n  the  C i t i zens  Bank of' Morehead, under an  
agreement he re to fo re  entered i n t o ;  i t  being t h e  content ion af t h e  
Aetna Lasual ty  and Sure ty  Company, bondsman f o r  t h e  s a i d  Bradley, 
t h a t  it i s  n o t  l i a b l e  f o r  any of said sum because of c e r t a i n  de- 
f e n s e s  which i t  has t o  our claim. 
THEREFORE, a s  a means of s e t t l i n g  s a i d  contro- 
versy,  i t  i s  agreed and resolved t h a t  the  s a i d  Morehead Teachers 
College w i l l  accept from t h e  Aetna Casualty and Sure ty  Company 
t h e  sum of $37,303.18, and an assignment t o  it ,  Morehead S t a t e  
Teachers College, of t h e  subrogation r i g h t  of t h e  Aetna Casual ty  
and Sure ty  Company a g a i n s t  t h e  a s s e t s  of S. M, Bradley f o r  t h i s  
amount, to-wit: $37 303.18, t o  be on a par with o t h e r  common 
c r e d i t o r s  of S. M. Bradley; th i s  leaving  t o  t h e  c r e d i t  of and 
same t o  be t h e  proper ty  of the  Morehead S t a t e  Teachers College, 
i n  t h e  C i t i z e n s  Bank of Morehead, the  sum of $37,348.26; and 
E a r l  W. s e n f f  and D r .  J. M. Rose, two members of our  Board, a r e  
hereby appointed t o  make s a i d  se t t lement  with s a i d  Aetna Cas- 
u a l t y a n d s u r e t y c o m p a n y ,  w i t h f u l l a n d c o m p l e t e a u t h o r i t y  t o  
make s a i d  se t t l emen t  and t o  s ign  any and a l l  r e c e i p t s  o r  o t h e r  
papers  necessary,  r e q u i s i t e  o r  proper t o  be s igned i n  t h e  carry-  
ing  o u t  of t h i s  se t t lement ;  and t h a t  a c t s  of our s a i d  repre- 
s e n t a t i v e s  a r e  hereby r a t i f i e d ,  approved and confirmed. 
On motion, unanimously c a r r i e d ,  t he  meeting 
then adjourned u n t i l  11 o'clock A. M. Wednesday, June 14th,  
1933, a t  t h e  Administration bui lding,  Morehead, Kentucky. 
